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ZAMBIA: KEY ECONOMIC INDICATORS 


Ali figures in million of U.S. dollars unless otherwise indicated. Kwacha values 
have been converted into dollars at average exchange rates (for 1980, K1=US$1.27; 
for 1981, K1=US$1.15; and for 1982, K1=US$1.07) except for end of period data. 

% Chang 
INCOME, PRODUCTION AND EMPLOYMENT 1980 1981 1982 1981-82! 


GDP at current prices 3,782 3,496 3,447 
GDP at constant 1970 prices Ll, ,fat)40 = A362 3,505 
Per capita GDP at current prices 665 596 569 
Per capita GDP at 1970 prices 305 266 248 
GDP Composition at current prices 

Agriculture, fishing, forestry 551 636 522 

Mining 615 259 205 

Manufacturing 606 634 629 
Gross Capital Formation 890 736 813 
Gross Capital Formation at 1970 prices 260 157 158 
Index of Industrial Production (1973=100) 99 105 98 
Copper Production (000's of tons*) 610 555 584 
Cobalt ‘Production (tons*) 3,309 2,467 2,443 
Marketed Corn Production (000's of tons*) 383 693 508 
Employment (excluding traditional 

agriculture) -- 000's 389 392 396 
Population (millions) 5.83 5.96 6.17 
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% Change 
GOVERNMENT FINANCE, MONEY AND PRICES 1980 1981 1982 1981-821 


Revenue 975 933 917 +5. 
Expenditures 2,063 1,877 1,514 +10. 
Recurrent L,a?t 406g Se? UCR -3. 
Capital 709 150 317. =©+127. 
Overall Deficit (-) -1,108 -543 -597 +18 
Money Supply (M1) 646 647 730 +21 
Money + Quasi Money (M2) 1,152 1,127 1,401 +33. 
Consumer Price Index** (1975=100) 
High Income Group 189 209 237 +13. 
Low Income Group 203 231 260 +12.6 
Wholesale Price Index (1966=100) 334 352 377 +7.1 
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See notes at end of table. 





ZAMBIA: _ KEY ECONOMIC INDICATORS - Continued 


% Change 
BALANCE OF PAYMENTS 1980 1981 1982 1981-821 


Merchandise Exports (F.O.B.) 1,331 1,066 1,028 
Copper 1,080 929 916 
Cobalt 102 45 32 
Zinc 25 26 27 
Lead 8 6 5 

Merchandise Imports (F.0O.B.) 1,123 1,048 973 
Oil 196 213 170 
Imports from the U.S. 124 78 69 

Services (net) -366 -363 -319 

Investment Income (net) -212 -210 -248 

Current Account (including transfers) -486 -645 -587 

Capital Account (net - plus errors) 
and omissions and SDRs) 244 253 279 

Overall Balance -279 -393 -308 

Payments Arrears*** 136 54 185 


(592) (589) (733) (+33.7) 


*1 ton = 2,200 pounds 
**Probably underestimates 
***Began in 1975. Number in parentheses is cumulative arrears. 


spercentage changes are calculated on kwacha data to eliminate the effects 
of exchange rate changes. 


Sources: Official Zambian government statistics, Bank of Zambia, annual 
company reports, and International Financial Statistics. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Zambia's economy, which is heavily dependent on foreign exchange 
earnings from copper exports, remained in recession throughout 
1983 as world copper prices on average recovered only moderately 
from the record lows reached in 1982. Zambia also experienced 

a sharp decline in import levels as the government instituted 
several measures, including a devaluation of its currency (the 
kwacha), to reduce the country's serious balance of payments 
deficits. As a result, most of Zambia's manufacturing industries, 
unable to import needed raw materials and spare parts, continued 
to operate at less than 50 percent capacity. A second con- 


secutive year of drought also kept farm production levels well 
below normal. 


On the plus side, however, Zambian government leaders made sig- 
nificant efforts during the year to deal with the country's 
economic plight. Most significantly, in April 1983 the government 
reached agreement with the International Monetary Fund (IMF) on 

a one-year, SDR 211.5 million standby program designed to restore 
financial discipline, restructure external debt, halt deterioration 
in the overall balance of payments, and diversify the economy 
through greater development of its agricultural potential. In 
implementing this program, the Zambian government made a clear 


move towarda more market-oriented development approach by devaluing 
the kwacha (K1=US$0.65 as of 12/30/83), decontrolling most 
wholesale and retail prices, reducing government subsidies, and 
increasing farm producer incentives. Although some revisions 

in the program were required at mid-year, Zambia was able to meet 
the standby conditions through 1983 and will be seeking another IMF 
program for 1984. 


Zambia's economic stabilization efforts should help lay the 
groundwork for a sustainable economic recovery as external 
market conditions improve. The near term outlook for Zambia's 
balance of payments, however, remains extremely difficult. 
Copper prices are expected to rise only moderately over the 
next two to three years, and heavy debt service requirements 
are likely to burden the economy for years to come. The short- 
term outlook could, however, be enhanced by favorable weather 
for agricultural production, and relative stability in the 
southern African region. The medium to long term outlook 

will depend on Zambia's continued efforts to reduce its dependence 
onthe mining sector by moving toward increased development of 
its agriculture and toward a manufacturing sector that is 

more labor intensive and domestic-resource based. Improvement 
in the efficiency of its parastatal system and provision 

of greater incentives for private sector development will also 
be key eliements in the economy's future outlook. 





MINING 


Since the 1920's, Zambia's economy has been dependent on mining. 
Zambia is the world's fifth largest producer of copper (after 
Chile, the U.S., U.S.S.R., and Canada) and the second largest 
of cobalt (after Zaire). Although the importance of mining to 
Zambia's overall GDP has declined in recent years, this sector 
still remains the primary determinant of Zambia's economic and 
financial performance, as it accounted for about 95 percent of 
the country's export earning in 1982. Depressed prices for 
copper and cobalt, together with rising production costs and 
reduced productivity due to lack of capital investments, have, 
however, resulted in heavy financial losses in recent years for 
the mining industry. Combined losses for the 1982/83 financial 
year ending March 31, 1983 reached over US$120 million. 


Several measures have been initiated to deal with this problem. 
The merger in 1982 of Zambia's two previous copper mining para- 
statals into a single, 60-percent state-owned parastatal, Zambia 
Consolidated Copper Mines (ZCCM), was designed to slow rising 
production costs by eliminating duplication where possible and 
to take advantage of other economies of scale. 2ZCCM managers 
have also been able to lower the company's production costs dur- 
ing the past two years by decreasing its capital expenditures and 
by making some reductions in the total labor force. A financial 
package totalling about US$250 million has also been put together 
for the third stage of a major project to extract copper from 
tailings at well below the current cost of production. The sharp 
devaluation of the kwacha in 1983 has also substantially improved 
the company's kwacha earnings. As a result of these and other 
measures, ZCCM was able to show a small profit of about US$7 


million through the first six months of the 1983/84 financial 
year. 


Notwithstanding this financial improvement, however, the future 

of the industry is highly dependent on a recovery in the world 
copper market, which could provide increased investment funds 
needed to offset declining ore grades. Barring possible labor 
unrest and further equipment shortages, Zambia's copper production 
could probably be maintained at around 600,000 tons annually for 
several years. However, major rises in copper production are 

not anticipated in the medium term and production declines in 

the long run are likely. With regard to cobalt, the completion 

of the new cobalt plant at Nkana division has added about 2,600 
tons to Zambia's productive capacity of about 4,400 tons, although 


actual production is being held down until world cobalt markets 
strengthen. 





TRANSPORT 


Zambia is a landlocked country, historically dependent on three 
principal external transportation routes: a road/rail route 
through Tanzania to the port of Dar es Salaam (TANZAM highway 

and TAZARA railroad), a rail route through Zaire to Lobito in 
Angola (Benguela railroad), and a rail and road route south 

through Zimbabwe (formerly Rhodesia) to ports in Mozambique 

and South Africa. In January 1973, the Rhodesian border was 
closed, and most Zambian cargo was diverted through Angola. In 
1975, however, the civil war in Angola closed the Benguela rail- 
road to Lobito, and this route is still not operational. The 
opening of the Tanzania-Zambia Railway (TAZARA) in August 1976 
eased transport problems, but only temporarily. Operational and 
management problems along the TAZARA and chronic congestion at the 
port of Dar es Salaam reduced capacity and the efficiency of both 
road and rail routes through Tanzania. The Zambian government 
reopened the southern route in October 1978. Subsequently, the 
southern route has taken on increased importance, especially after 
Zimbabwe gained independence in 1980. In 1982, the southern route 


carried about 50 percent of Zambia's imports and 30 percent of its 
exports. 


Major efforts to restructure, rehabilitate, and improve the 
transport infrastructure of southern and eastern Africa are now 
under way, under the aegis of the Southern African Development 
Coordination Conference (SADCC) and with the assistance of many 
bilateral and multilateral financial institutions. Zambia should 
be one of the principal beneficiaries. During 1983, the government 
of the Federal Republic of Germany provided financial assistance 
for TAZARA officials to purchase nine new locomotives, and the 
government of the People's Republic of China agreed to provide 
additional Chinese railway experts to advise on the management 

of TAZARA's operations. A major World Bank-led project to 
rehabilitate Zambia Railways is also being explored. 


Internally, almost all of Zambia's industries, commercial agri- 
culture, and major cities are located along the line of rail, 
especially the Zambia Railways' north-south route. Highway 
infrastructure is extensive relative to most African countries 

and usually parallels Zambia's rail lines. Maintenance has lagged 
behind requirements, however, and much of the network is in need 
of rehabilitation. All major cities are connected by Zambia 
Airways domestic service, while Lusaka, the capital, and Ndola, 
the main Copperbelt city, also have international airports. 


AGRICULTURE 


Agriculture is the main livelihood of over 50 percent of the 
population, but accounts for less than 20 percent of the nation's 
GDP and roughly one percent of total export earnings. Maize 
(corn) is the principal cash crop as well as the staple food. 





Other main crops grown are groundnuts, millet, sorghum, soybeans, 
tobacco, cotton, sugar, and sunflower. The sector has suffered 

in the past from government insistence on low producer prices 

to keep down the price of food for the heavily urbanized population, 
and from occasional difficulties in the availability and distribu- 
tion of credit and inputs such as fertilizer, which has been com- 
pounded in recent years by the shortage of foreign exchange. 


Since 1980, however, the government has been pursuing a strategy 
designed to increase agricultural production and reach self- 
sufficiency in food. This strategy includes bringing producer 
prices up to import parity levels, promoting agro-industries 
(especially for exports), increasing allocations for rural infra- 
structure, divesting the National Agricultural Marketing Board 
(NAMBOARD) of many of its functions in favor of the agricultural 
cooperative unions in the various provinces, and improving 
extension and research services. Unfortunately, inadequate rain- 
fall during the past two years has reduced normal yields. 
Marketed maize fell to 540,000 metric tons in 1983 versus 693,000 
tons in 1981 (the last non-drought year), and the government has 
again been forced to import food to meet domestic needs. The new 
producer incentives are nevertheless considered adequate to have 
promoted enough planting of maize in late 1983 to achieve self- 
sufficiency in the 1984 harvest, provided the weather cooperates. 


MANUFACTURING 


Manufacturing contributed about 18 percent to GDP in 1982 and is 
primarily engaged in producing for the domestic market. The main 
emphasis has been on consumer rather than intermediate products 
with food processing and beverages making up a third of manu- 
facturing activity. Other areas of importance include textiles, 
rubber, chemicals, petroleum refining, printing, and fabricated 
metal products. 


Since the manufacturing sector depends heavily on imported raw 
materials, components, and equipment, performance has been 
adversely affected in recent years by the reduced availability 

of foreign exchange. The resulting shortages of imported raw 
materials and intermediate goods have led to a fall in manufactur- 
ing output with most manufacturing subsectors operating at less than 
fifty percent of capacity. The financial situation for Zambia's 
industries has, however, been substantially improved by the 
government's decontrol in 1983 of most prices. The devaluation 

of the kwacha during the year should also help meet the govern- 
ment's stated objectives of increasing the use of domestic 
resources and promoting the development of export markets. 


ENERGY 


Zambia has no known economically viable deposits of petroleum, 
but is self-sufficient in coal and a net exporter of hydro- 
electric power to Zimbabwe and Zaire. Domestically-produced 
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hydroelectricity provided about 66 percent of Zambia's total 
energy supply in 1982, coal contributed another 10 percent, 
and about 22 percent came from imported oil. The volume of 
oil imports fell from 5.68 million barrels in 1981 to 4.52 
million in 1982. Imported crude oil from the Middle East is 
transported to Zambia from Dar es Salaam by a 1,700 kilometer 
pipeline and refined in Ndola. The government has recently 
initiated an oil exploration program on the west bank of the 
Zambezi and on the Luangwa river, where geological surveys 
have indicated the likely presence of oil deposits. 


Major Zambian industries are seeking ways of moving from 
expensive petroleum-based power to hydroelectricity. ZCCM 

and Zambia Railways have launched major electrification projects 
and would be receptive to further proposals which would further 
electrify their operations and thereby reduce fuel costs. 
Hydroelectric power runs from the Kariba Dam and the Kafue 
Gorge Dam in southern Zambia northward to the capital of Lusaka 
and on to the Zambian Copperbelt cities of Ndola and Kitwe 

and to nearby mining company facilities. Solar power has some 
untapped potential. 


TOURISM 


Zambia has substantial tourist potential, with a pleasant 
climate and spectacular natural wildlife attractions, in- 
cluding, in the Victoria Falls at Livingstone, one of the 
recognized wonders of the world. The number of tourist 
visitors to Zambia has increased significantly since the end 

of the Rhodesian civil war, more than doubling from 53,885 
visitors in 1979 to 118,627 in 1982. Foreign exchange earnings 
from tourism have also increased almost four times from US$15 
million in 1979 to about US$59 million in 1982. The government 
has embarked on a scheme to refurbish tourist hotels and lodges 


and upgrade main roads to the tourist sites and within the 
national parks. 


THE ROLE OF THE PRIVATE SECTOR 


Zambia has a mixed economy, but parastatal firms dominate most 
sectors of the economy. The vast majority of the parastatal 
firms fall under one state company, Zambia Industrial and Mining 
Corporation Limited (ZIMCO). The most important component of 
ZIMCO is Zambia Consolidated Copper Mines (ZCCM), which is 60 
percent state-owned, with minority shares held by Anglo- 
American's Zambia Copper Investment Holdings and AMAX Inc. of 
Greenwich, Connecticut. ZIMCO also includes most energy 
industries (TAZAMA pipeline, Indeni Refinery, Shell/BP, Maamba 





Collieries, Zambia Electricity Supply Commission and various 
distribution companies), the transport industry (bus and truck 
transport firms, the railways, and Zambia Airways), the major 
hotels, wholesale and retail food and drug distributors, Zambia 
State Insurance Corporation, a commercial bank, the fertilizer 
plant, breweries, saw mills, plantations, car assembly and spares 
plants, glass works, and many other industries. Many of these 
firms were nationalized following independence in 1964 and have 
de facto monopoly status over the Zambian market. Where the 
private sector is allowed to compete with the parastatals, it is 


often at a disadvantage vis-a-vis the treatment accorded the 
latter. 


The private sector nevertheless continues to play a vital role 

in the Zambian economy. Private firms play a particularly sig- 
nificant role in the construction and highway transportation 
industries, the financial sector (Citibank, Grindlays, Barclays, 
Standard, and BCCI), and in commercial agriculture. Expatriate 
business people (mostly British, other European, and Indian) 
provide managerial expertise to parastatal and private enterprises 
throughout the Zambian economy. Zambia's philosophy of "Humanism", 
which militates against exploitation by any one economic class, 


is one of the underlying reasons for the government's participation 
in and control of the economy. 


COMMERCIAL IMPLICATIONS FOR U.S. FIRMS 


TRADE AND INVESTMENT 


The current state of Zambia's economy offers some significant 

but difficult trade opportunities for U.S. firms. Although U.S. 
exports to Zambia declined in 1983, primarily because of Zambia's 
reduced ability to finance imports, the U.S. continues to supply 
significant amounts of mining, agricultural, and transport equipment 
to Zambia, and access to this market should improve as the economy 
begins to recover., Major mining rehabilitation loans, including 

a World Bank-led $290 million project now in final negotiation, 
could offer major trade opportunities in 1984, although U.S. com- 
petitiveness in this area has been recently reduced by the strength 
of the U.S. dollar. Zambia's continuing large foreign payment 
arrears, however, remain a major disincentive to many foreign 
suppliers. The extension of some credit is often a prerequisite 
for doing business in Zambia, but the queue in which many foreign 
suppliers (i.e., those without priority access to foreign exchange 
‘allocations) must wait for payment in foreign exchange is now 
running over 48 months. Present world interest rates can make 

such payment delays costly to suppliers. 
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The U.S. Export-Import Bank (Eximbank) and several private banks 
have lines of credit with Zambia's mining companies and a few 

other Zambian firms. Supplier firms which are successful in 

Zambia usually have some form of representation in the country and 
offer a program of service backup, especially spare parts. Poten- 
tial new U.S. suppliers should ensure that they understand the 
complex import licensing and foreign exchange allocation systems 
before extending credit. Visits to the Economic/Commércial Section 
of the U.S. Embassy in Lusaka are encouraged. 


Investment opportunities in the industrial sector are presently 
limited, primarily due to financial constraints and to difficult 
and complex government policies, which inter alia favor parastatal 
firms over private competitors. Foreign companies that have made 
direct investments in Zambia experience long delays (ie., presently 
over four years) in remitting profits, dividends, and other fees. 
Relatively little new foreign capital is being invested in existing 
or new enterprises. Investors must rely on irregular foreign 
exchange allocations from the Bank of Zambia to import their 
requirements -- a time-consuming process which inhibits both cur- 
rent operations and development plans. The length of time required 
for expatriate managers or technical personnel to remit their 
salaries can also be a problem. Recruiting personnel replacements 
can therefore be difficult, and expatriate work permit applications 
are scrutinized carefully by the government. 


Many of the approximately 40 U.S. firms present in Zambia do, 
however, have substantial kwacha accounts (representing unremitted 
profits and dividends), and several have made new investments using 
these funds. Further, the Zambian government has recently intro- 
duced several specific incentives, including tax breaks and foreign 
exchange allocation preferences, to enhance private investments 

in the agriculture sector. The unresolved issue of prompt and 
reasonable externalization of profits and dividends is still, 
however, moderating potential foreign agribusiness interest in 
Zambia. OPIC finance and insurance programs should be investigated 
before undertaking any investment in Zambia. 


FOREIGN ASSISTANCE 


Zambia receives roughly $300 million in concessional assistance per 
annum, excluding IMF credits. Britain has a large program of su- 
plementing the salaries of expatriate teachers, technicians, and 
professionals. The European Economic Community, the Federal 
Republic of Germany, and the United States have provided large 
loans on very concessional terms for the importation of essential 
goods and commodities. The NOrdic countries, Canada, Italy, Japan, 
Saudi Arabia, Iraq, and several Eastern European countries also 
provide assistance. Multilateral institutions active in Zambia 
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include UNDP, FAO, ILO, IFAD, the World Bank Group (about $70 
million per annum), and the African Development Bank and Fund. 
Over the last five years, Zambia has enjoyed one of the largest 
U.S. assistance programs in sub-Saharan Africa, totalling about 
$175 million in commodity import loans and food aid (PL-480). 
U.S. aid is focussed on Zambia's agricultural sector and is 


administered by the United States Agency for International 
Development. 


POLITICAL BACKGROUND 


Zambia gained its independence from Britain in 1964. Dr. Kenneth 
Kaunda has been President since then. Zambia is a member of the 
Commonwealth, and the country's parliamentary, ministerial, and 
legal systems reflect British traditions. However, in 1973 Zambia 
became a one-party state, permitting only members of the United 
National Independence Party (UNIP) to hold high office. UNIP's 
ruling body, the Central Committee, is in effect the major governing 
body responsible for formulating government policies. The Cabinet 
is charged with implementing those policies. The legislative body 
is the National Assembly, with 135 members, 125 elected and 10 
appointed by the President. Presidential and National Assembly 
elections are to be held every five years. The last such elections 
were held in October 1983. President Kaunda, running unopposed, 
was re-elected with a 93 percent "yes" vote. 
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You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
BLINDFOLDED? __ vrrcse:ccotet niomaton on ores dean 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: . 
@ is prepared on the scene by US. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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